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INDEPENDENT AUDITORS' REPORT

The Board of Directors
Whale Trust
Paia, Hawaii

We have audited the accompanying statements of financial position of Whale Trust (a
nonprofit organization) as of June 30, 2007 and 2006, and the related statements of
activities and changes in net assets, and cash flows for the years then ended.

These financial statements are the responsibility of the Organization’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Whale Trust as of June 30, 2007 and 2006, and the
changes in its net assets and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America. The information
included in the accompanying Schedule | on page 13 is presented only for supplementary
analysis purposes and is not a required part of the basic financial statements. Accordingly,
we do not express an opinion or any other form of assurance on the supplementary

information.
Oﬁ/m/r\)# h/u,_ LLF

Kahului, Hawaii
September 24, 2007

America counts on CPA's



WHALE TRUST
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2007 AND 2006

2007 2006
ASSETS
Cash $ 270,281 $ 139,675
Investments 26,805 25,980
Accounts receivable 5,000 26,500
Prepaid expenses 2,752 -
Inventory - Tags 4,500 4,500
Equipment - Net 95,189 61,480
Deposits 280 280
Book production costs 15277 10,000
Organization costs - Net - B
Total Assets $ 418,084 $ 268,420
LIABILITIES
Accounts payable $ 3,424 $ 1,618
Use tax payable 667 364
Total Liabilities 4,091 1,982
NET ASSETS
Unrestricted 300,165 187,326
Unrestricted - Board Designated 60,208 33,867
Temporarily restricted by donors 53,620 45,245
Total Net Assets 413,993 266,438
Total Liabilities and Net Assets $ 418,084 $§ 268,420

The accompanying notes are an integral part of the financial statements
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WHALE TRUST
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

Temporarily Total
Unrestricted Restricted 2007 2006
SUPPORT
Contributions
Government grants $ - 9 - 8 - § 40,000
Foundation grants 24,250 37,000 61,250 27,950
Donated vessel 24,000 - 24,000 -
Donated facilities 9,600 - 9,600 -
Contract revenue 43,000 - 43,000 -
Other 100,066 1,750 101,816 171,270
Whale Quest donations 79,774 - 79,774 -
Whale Quest - Net - - - 12,861
Investment income 6,412 - 6,412 2,832
Unrealized gain/loss 825 - 825 -
Net Assets released from
restrictions — Restrictions
satisfied by payments 30,375 (30,375) - (23,800)
TOTAL SUPPORT 318,302 8,375 326,677 231,113
EXPENSES
Program services
Research grants 48,350 - 48,350 80,150
Research costs 41,032 - 41,032 42943
Whale Quest beneficiaries 34,000 - 34,000 -
Education expenses 17,715 - 17,715 468
Management and general 35,659 - 35,659 15,618
Fundraising expenses 2,366 - 2,366 6,602
TOTAL EXPENSES 179,122 - 179,122 145,781
REVENUE OVER EXPENSES 139,180 8,375 147,555 85,332
Prior year adjustment for unrealized
gain on investment - - - 1,440
CHANGE IN NET ASSETS 139,180 8,375 147,555 86,772
NET ASSETS AT
BEGINNING OF YEAR 221,193 45245 266,438 179,666
NET ASSETS AT _
END OF YEAR $ 360,373 $ 53620 $ 413,993 $ 266,438

The accompanying notes are an integral part of the financial statements
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WHALE TRUST

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Increase in net assets
Adjustments to reconcile increase in net assets
to net cash provided by operating activities
Amortization
Depreciation
Non cash donation - vessel
(Increase) decrease in operating assets
Receivable
Inventory
Unrealized gain on investments

Prepaid expenses
Increase (decrease) in operating liabilities

Deferred income
Accounts payable

NET CASH PROVIDED BY
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Book production costs
Purchase of equipment

NET CASH USED BY
INVESTING ACTIVITIES

INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

The accompanying notes are an integral part of the financial statements

2007

$ 147,555

5
7,631
(24,000)

21,500

(825)
(2,752)

2,109

151,223

(3,277)
(17,340)
(20,617)
130,606

139,675

5 270281

2006

$ 86,772

61
4,682

(20,500)
(4,500)
(1,440)

(4,000)
1,867

62,642

(24,540)
(10,000)
(20,992)
(55,532)

7,110

132,565

$ 139675



WHALE TRUST
STATEMENTS OF FUNCTIONAL EXPENSES
JUNE 30, 2007 AND 2006

Program Management Fund- 2007 2006
Services and General Raising Total Total
Research costs $ 23532 % - 3% - $ 23532 $ 36,943
Research management fees 17,500 - - 17,500 6,000
Research grant expenses 48,350 - - 48,350 80,150
Whale Quest beneficiaries 34,000 - - 34,000 -
Education expenses 17,715 - - 17,715 468
Bank charges - 868 - 868 515
Board expenses - 1,196 - 1,196 816
Insurance - 106 - 106 1,193
Computer expenses - 125 - 125 594
Legal and professional - 6,368 - 6,368 3,604
Office expense - 1,188 - 1,188 1,747
Qutside services - 5,681 - 5,681 -
Printing and reproduction - - 2,366 2,366 6,602
Postage and delivery - 649 - 649 776
Rent expense - 9,600 - 9,600 -
Telephone - 2,242 - 2,242 1,630
Amortization - 5 - 5 61
Depreciation - 7,631 - 7,631 4,682
Total $ 141097 $ 35659 $ 2,366 $ 179,122 $§ 145,781

The accompanying notes are an integral part of the financial statements

7



WHALE TRUST
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

|. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(@)

(b)

(c)

(d)

Nature of Activities

Whale Trust is a Hawaii nonprofit corporation, established in July 2001, to support
and conduct scientific research, marine education, and conservation programs on
marine mammals and their environment.

Since its inception, Whale Trust has been an integral supporter of the research
project entitled "The Function of the Humpback Whale Song", a study conducted to
further understand the whale song, a key element in humpback whale breeding
behavior. The Organization has also been a fundamental supporter of 1) research
of female humpback whale mating strategies at the Hawaii breeding grounds, and
2) a photo-identification archive project of the North Pacific gray whale.

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of
America.

Revenue Recognition

All contributions received are considered to be available for unrestricted use unless
specifically restricted by the donor. Amounts received that are designated for future
periods or restricted by the donor for specific purposes are reported as temporarily
restricted or permanently restricted support that increases those net asset classes.
When a temporary restriction expires, temporarily restricted net assets are classified
to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.



WHALE TRUST
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

|. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

()

(@)

Investments

Under SFAS No.124, Accounting for Certain Investments Held by Not-for-Profit
Organizations, investments in marketable securities with readily determinable fair
values and all investments in debt securities are reported at their fair values in the
statement of financial position. Unrealized gains and losses are included in the
change in net assets.

Property and Equipment

Property and equipment are stated at cost or at their estimated fair value at date of
donation. Depreciation expense for the years ended June 30, 2007 and 2006
amounted to $7,631 and $4,682, respectively.

Depreciation is computed on a straight-line basis over the estimated useful lives
of the assets as follows:

Vessels 18 years
Machinery and equipment 10 - 12 years

Income Taxes

Whale Trust is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code and similar state provisions. Although the Organization is
exempt from federal income tax, for compliance purposes, the Organization files
Form 990 - Return of Organization Exempt from Income Tax, which is an
information return required by the Internal Revenue Service of non-profit
organizations.

(h) Cash and Cash Equivalents

The Organization considers all highly liquid investments with maturities of three
months or less at the date of acquisition to be "cash equivalents”. As of June 30,
cash and cash equivalents consisted of the following:

2007 006
Bank of Hawaii - checking $ 11,875 $ 36,736
Merrill Lynch - money market fund 258,406 102,939

$ 270281  $ _139.675



WHALE TRUST
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Donated Facilities

The Organization currently occupies a portion of the Executive Director's personal
home, located in Paia. No rentis paid by the Organization. For the years ended June
30, 2007 and 2006, the estimated fair market value of facilities is $9,600 and $0,
respectively. Accordingly, the rent is reflected in the accompanying financial
statements as donated facilities and also as rent expense.

() Expense Allocation

Expenses are charged directly to program or management in general categories based
on specific identification. The cost of providing various programs and other activities
has been summarized on a functional basis in the Statements of Activities and in the
Statements of Functional Expenses. Accordingly, certain costs have been allocated
among the program, supporting services and fundraising activities.

2. BOARD DESIGNATED NET ASSETS

The Board of Directors has resolved to designate a ten percent (10%) portion of
unrestricted cash contributions received by the Organization as a reserve for future
administrative, research, or educational projects. For the years ended June 30, 2007
and 2006, additions to the reserve amounted to $19,028 and $15,642 respectively. In
addition, an amount of $7,312 received from the Whale Quest event has been
designated for future grants to beneficiary exempt organizations.

3. TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes:

Allen and Ann Jones, donor - for general and
administrative expenses, and website development $ 23,620

Allen Jones — Vessel purchase 25,000
Gray Whale Project — National Marine Fisheries 5,000
Temporarily restricted net assets $ _53.620
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WHALE TRUST
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

4. CLASSIFICATION OF RESEARCH

Research expenditures are presented on the statements of activities and changes in
net assets as either research costs or research grants.

Research costs represent in-house research performed by the Organization. A
summary of these costs for the years ended June 30, 2007 and 2006 are as follows:

2007 006
Female Mating Strategies $ 10766 $ 21,418
Behavior Photo Catalogue 11,266 15525
Research Management Fees 17,500 6,000
Splash Program 1,500 -

$ 41,032 $ 42943

Research grants represent outside research payments for whale projects. The
following is a summary of these payments for the years ended June 30, 2007 and
2006:

2007 2006
Whale Song Project $ 36850 $ 50,600
Gray Whale Project 9,500 28,550
Philippines Whale Research 2,000 1,000

$ 48,350 $ 80,150

5. PRIOR PERIOD ADJUSTMENT

A prior period adjustment of $1,440 for unrealized gain on investments to record the
investment at fair market value. This adjustment increased net assets and is correctly
reported in the cash flow statement for the prior year.
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WHALE TRUST
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

6. RELATED PARTY TRANSACTIONS

Many of the Board members contribute to the organization. The Chairman of the
Board, Allen Jones, is the father of the Executive Director, co-founder, and researcher,
Meagan Jones. During the current year, Allen Jones, through Princeton Area
Community Foundation Inc. contributed $12,000 for administrative support and
$25,000 for the future purchase of a vessel.

Jim Darling, co-founder and advisory board member, is sole shareholder of Tonquin
Research Inc., the grant recipient of Whale Trust funds totaling $36,850 in 2007 for
Humpback Whale Song research.

Charles Flip Nicklin, co-founder and advisory board member is a marine photographer
who donated a vessel to Whale Trust appraised at $24,000. The Organization rents
Nicklin's Lahaina home for volunteers to use during whale season (December — April)
for $3000.

7. WHALE QUEST KAPALUA

8.

Kapalua Land Company holds an event each year to educate the public about whales.
Whale Trust is one of several entities to participate in the event. Donations designated
for Whale Trust are distributed at the end of the event. Whale Trust assists Kapalua
in coordinating the event and receives $15,500 in revenue per contract. In addition to
public support, the Organization is recipient of 50% of donations raised during the
event. In 2006, Whale Quest net proceeds were a one line item on the financials.
Current year presentation separates contributions, contract revenue and expenses
according to SFAS No. 117 Financial Statements of Not-for-Profit Organizations.

FINANCIAL STATEMENT RECLASSIFICATION

Certain amounts in the 2006 financial statements have been reclassified to conform to
the 2007 presentation.

CONCENTRATION OF RISK

The Organization maintains its cash and cash equivalent balances in bank deposits
and money market funds. Attimes these funds exceeded federally insured limits. The
Organization believes it is not exposed to any significant credit risk on cash and cash
equivalents.

The Organization invests in investment securities. Investment securities are exposed
to various risks such as interest rate, market and credit risks. It is at least reasonably
possible that changes in values of the investment securities will occur in the near term
and that such changes could affect account balances.
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WHALE TRUST
WHALE QUEST EVENT PROCEEDS — SUPPLEMENTARY SCHEDULE |
FOR THE YEAR ENDED JUNE 30, 2007

(Unaudited)
CONTRIBUTIONS
Contributions received $ 79,774
Beneficiary exempt organization grants (34,000)
Net Contributions received $ 45774
OTHER INCOME AND EXPENSES
Contract revenue 15,500
Contract expenses (10,855)
Total other income and expenses 4,645
Total revenue over expenses 50,419

ITEMS NOT AFFECTING REVENUES AND EXPENSES

Equipment purchase (6,341)

Prepaid storage (654)

Board designated for 2008 Whale Quest beneficiaries (7,312
Total other items (14,307)
Net proceeds from Whale Quest event $ 36,112
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